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credit of a government or a joint stock com-
pany may be roughly gauged by the rate of
interest that it has to pay on borrowed capital.
This, of course, does not depend on the mere
magnitude of the institution or country that is
seeking to borrow. Cities like Bombay borrow
at lower rates, and therefore impose on their
citizens lighter burdens on account of interest,
than do such states as Bulgaria and Venezuela,
or even Japan. Capitalists in such matters are
guided, not by sentiment, but by such practical
considerations as absence of war-risks, freedom
from political disturbances, clearness of public
accounts, honesty of administrators, and sol-
vency of the mass of taxpayers.

This being so, we may ask what circum-
stances justify a State or a municipality in
issuing a loan. For if it borrows excessively
it will ruin its chances of borrowing at reason-
able rates.

In general there are two sets of circum-
stances in which it is more commendable to
raise funds by borrowing than by imposing fresh
taxation, (l) If a Government is about to
embark on public works, such as bridge-build-
ing or CcHiial-making, which are expected to